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All values in millions of U.S. dollars (US$) unless otherwise 
specified, at the year's average exchange rate, except Foreign Debt 
and Foreign Reserves (converted at year-end rates). Percentage 
changes calculated in M$ terms to exclude exchange rate fluctuations. 


1984 1985 1986 1987 
Prel. Proj. 
Income, Production, Employment 
GNP in 1978 Prices 22,869 20,817 21,192 
Percent Growth 6.7% Ee 1.8% 1.8% 
GNP at Current Prices 31,701 25,7179 26,754 
Percent Growth 13.9% 3 -7.3% 3.8% 
Per Capita GNP (Curr. Prices) 1,865 1,569 1,618 
Population (millions) 13627 16.11 16.54 
Labor Force (millions) au oe 6.08 6.25 
Unemployment Rate 6.3% ° 8.7% 9.5% 


Money and Prices 

Money Supply M2 (M$ millions) 45,889 53,767 

Growth of Money Supply 11.4% 11.1% 

Inflation (CPI) 3.9% 0.7% 1.5% 
Commercial Prime Rate 12.25% 10.0% 7.75% (a) 


Balance of Payments 

Merchandise Exports 16,432 13,796 15,238 
Merchandise Imports 13,447 10,527 11,428 
Merchandise Balance +2,985 +3,269 +3,810 
Services & Transfers (Net) -4,659 -3,891 -4,048 
Current Account Balance -1,674 - 463 - 238 
Exchange Rate (avg., per US$) 2.34 2.58 2.48 (a) 
Official Net For Exch Reserves 3,969 6,279 7,000 
Foreign Debt (Med. & Long) 15,897 19,783 20,500 
Debt Service Ratio 11.8% 17.6% 18.63% 


Government Finance 

Federal Gov't Revenues 8,891 7,466 6,991 
Federal Gov't Spending 12,057 10,752 10,206 
Federal Deficit -3,166 -3,286 ~3.215 
Percent of GNP 10.0% 12.7% 12.03% 
Overall Public Sector Deficit -4,184 -4,729 -4,147 
Percent of GNP 13.2% 18.3% 15.58 


-S.-Malaysian Trade 

° Exports to Malaysia 1,827 1,727 1,850 
Imports from Malaysia 2,825 2,534 2,650 
Balance w/ Malaysia - 998 - 807 - 800 
Share in Malaysia's Trade 14.83% 13.9% 17.6% 17.8% 


(a) latest 


Sources: Ministry of Finance Economic Report 1986/1987 
Bank Negara Annual Report 1986 


Bank Negara Quarterly Report Sept 30, 1986 
U.S. Department of Commerce 





of 1986 saw the beginning of a modest recovery 

sié's worst economic downturn since independence. A 
2%-vear recore of nearly ° percent annual growth came to an 
ébrupt end with Geclines in nominal GNF of 2.5 percent in 1985 
and 7.3 percent in 1986. Commodities (particularly petroleum 
and palm o11) still dominate Malaysia's exports and the large 
fajl in worlée prices was the Gcriving force in Malaysia's slump. 
Quarterly output statistics incicate that the turnarcund came 
between the second and third quarters of 1986 but business 
confidence reached its nadir in October. The fourth quarter of 
1$86 saw a partial rebound in commodity prices and a pickup in 
manufactured exports, particularly in electronics, textiles 
and electrica] goods. Real growth of only 1.5-2.0 percent is 
projected for 1987. Domestic consumer spending and investment 
are expected to remain weak. A bull market on the Kuala Lumpur 
Stock Exchange pushed up the KLSE Composite Index 48 percent 
from May to December. The surge continued into 1987 with <~ 
further 40 percent rise. Strong foreign interest in Mal] 
firms has been a iactor in the stock market's recent st 
The rebound in commodity prices and the boom in manufactured 
exports heiped reduce the 1986 current account deficit to $463 
Million (versus a $1.24 billion deficit precicted in Cctober). 
Falling export revenues were offset by declining imports as a 
rece (of reduced capital spending and falling personé] 
incomes. Government revenues were reduced by the fall in oil 
prices, pushing up both the federal budget deficit and the 
broader public sector deficit in 1986 to 12.7 percent and 1&.3 
percent, respectively, of GNP. The public sector deficit is 
projected to decline to 15.5 percent of GNP in 1987. 


The Malaysian Government responded energetically to tl 
country's economic troubles. Measures were announced 
1986 to encourage foreign direct investment and bocst 
The government cut government spending, which in 1987 
below 1985's level. It is also enccuragina exporters, 
particularly of manufactured goods, with tax incentives 
expanced expert credit refinancing program. 
Malaysia stil] offers many ee 
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From 1965 to 1984, the Malaysian economy experienced a pe1iod 
of sustained rapid growth and diversification. Manufacturing 
became almost as important as the traditionally dominant 
agricultural sector. For 1986, the government estimates that 
agriculture accounted for 21.2 percent of GDP; manufacturing 
20.8 percent; mining (including petroleum) 1].1 percent; 
construction 4.3 percent; and government services 12.3 percent. 


The Malaysian economy is extremely open with exports and 
imports greater than GNP. As a result, external developments 
have a strong impact on Malaysia's economy. falaysia is also a 
primary commodity producer. Despite gains by the manufacturing 
sector, six commodities--petroleum, palm oil, rubber, tin, 
timber and cocoa--accounted for two-thirds of Malaysia's total 
exports in 1985. In 1986 the weighted average of Malaysia's 
export prices fell 15.5 percent, with even greater declines fo! 
the largest export earners (oil down 46.5 percent and palm oil 
down 57.3 percent). The effects of the decline in export 
earnings have reverberated throughout the economy, reducing 
national income, government revenues, consumer spending and 
business investment. 


The New Economic Policy (NEP) was established in 1971 with two 
objectives: to (1) eradicate poverty in Malaysia and (2) 
restructure the economy so as to end the identification of 
economic function with race. In particular, the NEP was 
designed to enhance the economic standing of the ethnic Malays 
and other indigenous peoples (collectively known as 
"bumiputras" in Malay). Rapid growth during the 1970's and 
early 1980's made it possible to expand the share of the 
economy for bumiputras without reducing the economic 
attainments of the other groups. 


One important NEP goal (and the most controversial) is to alter 
the pattern cf ownership of corporate equity in Malaysia. By 
1990, the NEP sought to ensure that at least 30 percent of 
corporate equity was held by bumiputras, 40 percent by other 
Malaysians (primarily Chinese and Indian Malaysians), and no 
more than 30 percent by non-Malaysians. To this end, the 
government established verious trusts which were provided 
government funds to purchase foreign-owned shareholdings on 
behalf of the bumiputra population. Foreign firms were urged 
to restructure their equity (often 100 percent. foreign-owned) 
in line with the NEP quicelines. It is generally acknowledged 
now that the equity goals of the NEP cannot be achieved by 
1990, as a result of the recession. The Government ha: 
implicitly recognized this fact, adopting more pragmatic 
guidelines for foreign investors and permitting twe forei 
firms to restructure recently withcut meeting the strict 
guidelines. It is generally expectec, however, that the 

some form will] continue beyone 1990. 





and Sectorea Er “ma The Malaysian Government 

es that the econom my (G grew by 1.0 percent in real 
aang 1986, reversing 1985's 1.0 percent decline. 
Fallina commodity prices led to a decline in nominal GNP of 7.23 
percent in 1986, following the 2.5 percent fall recorded i 
1985. The nominal GNP figures more accurately represent the 
actual income received for the one-half of GNP which is 
exported. Bank Negara (the central bank) projects real GDP 
growth in 1987 at only 1.5-2.0 percent and nominal CNP growth 
at 3.5-4.0 percent. 


& 


sector in Malaysia's economy. 
suricqitdsas ona in 1986 was an estimated 2.8 percent higher 
than in 1985, with further growth of 2.6 percent expected this 
year. Palm oil and cocoa are expected to account for the 
sector's continued growth. Falm oil production grew 9.9 
percent in 1986 to 4.5 million tons. A further 4.4 perce 
increase is expected in 1987 to 4.7 million tons. Malay 
eélready accounts for 60 percent of worlc pal i] output 
will experience continued growth in output fiom new planti 
es trecs planted in the early 198Cs rature ane 7 th 
full production potential. Cocoa production increased 32 
percent in 1986 to 128,000 tons, making Malaysia chs world's 
fourth largest producer with 6.9 percent of world output. 
Output is projected to grow a further 9.4 percent this year to 
140,000 tons. Rubber production increased slightly to 1.54 
million tons and is expected to remain at about that level over 
the near term. Successful renegotiation this year of the 
International Natural Rubber Agreement will help the industry 
by stabilizing prices, providing the agreement enters into 
force as expected. Malaysia accounts for 32 percent of the 
world's output of natural rubber. Production of tropical 
timber declined 5.0 percent in 1986 to 29.4 million cubic 
meters as a result of depressed prices and poor weather in East 
Malaysia. A further modest decline is expected in 1987. 
Malaysia is the world's largest exporter of saw logs. 
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Manufacturing output grew 7.2 percent in 1986 (after a fall of 
6.2 percent in 1985). Growth picked up considerably in the 
fourth quarter, particularly for export-oriented sectors such 
as electronics and textiles, and is expected to continue in 
1987. Domestic sales grew only 0.3 percent. Malaysia is the 
world's third largest producer of semi-conductor devices (after 
the U.S. and Japan), and world-wide overcapacity 
prices hurt the industry in 1985. The lést half 

significant pickup in production of electronics componen 

cutput for the year as a whole up 28.2 percent over 1985. 
Conditions in the local electronics industry, dominated by 
American and Japanese multinationals, have continuec to improve 
in the early months of 1987 with the key bock to bill ratic 
ebove 1.00. Output of televisions, radios and similar 
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electrical goods increased 51.6 percent in 1986. Other 
manufacturing industries benefited from increased external] 
demand, such as textiles and apparel (output up 6.6 percent in 
1986); however, exports to Europe and, increasingly, the United 
States will be constrained by bilateral textile restraint 
agreements. Industries dependent on the internal market faced 
a more difficult time as consumer spending was weak. 


Mining output wes up 7.5 percent in 1986, as growing oil 
production offsetting the decline of the much smaller tin 
mining industry. Growth in this sector is expected to be only 
0.7 percent in 1987. Oil production averaged 503,000 barrels 
per day (b/d) in 1986 and was originally set at 510,000 b/d in 
1987. The Malaysian Government, however, has recently annouced 
a production cut of around ten percent in support of OPEC 
efforts to boost prices. Liquified natural gas (LNG) output 
grew 17.8 percent in 1986 to 5.3 million tons. Installed 
capacity is now 6.0 million tons per year, all of which falls 
under long-term contracts with Japanese utilities. Malaysia is 
planning a major project to boost domestic utilization of 
natural gas, including a pipeline from the east coast to the 
country's industrial and population center on the west coast. 

A branch of the pipeline is planned to supply natural gas to 
Johore and Singapore. Tin mining contracted sharply with 1986 
production down 21 percent to 29,135 tons from 36,900 in 1985 
and 41,000 in 1984. At the end of 1986 only 197 mines were 
operating with 11,800 employees, down from 449 mines with 
23,000 employees at the beginning of 1985. In cooperation with 
other tin producing nations, Malaysia has agreed to export no 
more than 28,526 tons of tin in 1987. These controls are 
considered a temporary measure until the tin market recovers 
from the collapse of the International Tin Council. 


The construction industry continued to contract in 1986, down 
9.1 percent following 1985's 8.4 percent decline. A further 
contraction of 6.3 percent is expected in 1987 as a result of 
the glut in the commercial property market. The services 
sector posted its first-ever decline in 1986 -- 0.7 percent. 


Unemployment officially stood at 8.7 percent of the labor force 
(529,000) at the end of 1986. Slow growth, combined with a 
growing labor force, is expected to push the unemployment rate 
up to 9.5 percent in 1987. Many observers believe the true 
unemployment rate may be 10-11 percent. 


Balance of Payments and Foreign Debt: Malaysia's balance of 
payments continued to improve in 1986 despite adverse 
international trends in commodity prices. A furthe1 
improvement is expected in 1987. The 1986 current account 
deficit was $463 million (1.8 percent of GNP), down from 1985's 
$725 million. On a trade-weighted basis Malaysia's export 
prices declined 15.5 percent but key commodity prices fell much 
further. As a result, the 14.5 percent increase ir export 





volume was offset and export earnings were down 9.0 percent for 
the year to $13.8 billion. Imports were also down 9.1 percent 
to $10.5 billion as a result of lower investment and consume: 
demand, leading to a 1986 merchandise surplus of $3.3 billion, 
Gown from 1985's record $3.6 billion surplus. The services 
deficit was also lower at $3.9 billion. The current account 
deficit, $463 million, was the lowest since 1981. The 
government expects 1987's current account deficit to narrow 
further to $238 million. 


Malaysian exports of textiles, apparel and footwear (up 27.9 
percent to $638 million) and electronic components (up 30.9 
percent to $2.2 billion) were particularly strong in 1986. 
Electronic components became the country's leading export 
category, Surpassing crude petroleum ($2.] billion, down 37.8 
percent from 1985) and palm oil products ($].3 billion, down 
25.7 percent). The government projects an 8 percent increase 
in exports (in M$ terms) for 1987 along with a similar rise in 
imports. Early data indicates that exports during January and 
February grew at a rate of 9.8 percent while imports increased 
only 5.1] percent. 


Improved export earnings in the second half of 1986 helped keep 
the foreign debt service ratio to 17.6 percent, below the 
government's self-imposed limit of 20 percent. Reduced Federal 
Government spending has restrained the growth of the country's 
foreign debt; net borrowing by the Federal Government was only 
$527 million in 1986. Other public entities increased their 
foreign debt by $63 million while the private sector made net 
repayments of $159 million. The appreciation of the yen and 
European currencies, however, helped push Malaysia's total 
foreign debt up to $19.6 billion. Exchange rate adjustments 
accounted for 87 percent of the total increase in the ringgit 
value of Malaysia's foreign debt. The proportion of the debt 
denominated in yen rose from 17 percent to 29 percent as a 
result of the yen's appreciation while the proportion 
denominated in U.S. dollars fell from two-thirds to one half. 
Total debt servicing costs in 1986 were $2.9 billion: $1.3 
billion in interest and $1.6 billion in principal repayments. 
Interest charges actually declined from 1985 as a result of the 
general decline in world interest rates. Malaysia obtained 
very favorable terms (.375 percent over LIBOR) on its last 
Eurodollar syndication in 1986 and bankers estimate that 
Malaysia could obtain even more favorable terms today. As of 
the end 1986, Malaysia's net foreign exchange reserves stood at 
$6.3 billion. 


Money, Interest Rates and the Banking Sector: The growth of 
monetary aggregates picked up in 1986, with most of the growtl 
coming in savings deposits. The growth rate of Ml (cash plus 
Gemand deposits) increased marginally from «an annual rate of 
1.7 percent in 1985 to 2.8 percent in 1986, while M2 (Ml plu 
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rcen 5 percent in 1985). 
the firs hree quarters, with 
cent ; The loan/deposit 

ik ached 99 percent i! ril 
and passed 100 per in July To ease the liauicity problem, 
Bank Nega eC the reserve and lidquicity S Of 
commercial banks in October, effective reeing $475 million 
in banking assets yr credit creation Combined with a strong 
inflow of funds id weakening credit demand ac a result of the 
recession, this helped bring down interest rates in the lést 


a Cc 
quarter. The base lending rate (comparable to the prime rate 


a 
in the U.S.) ined to 9.75 percent by year's end. The 
general easing of Jiaguidity continued into early 1987 as 
interbank rates declined to the 2-3 pe it range aS a result 
of the inflow of funds and the lec 


ied borrowers. 
The liquidity situation permitted Bank Negara to decontrol 
interest rates on time deposits of le: 1 one year maturity 
on February 1. (Rates on ] 1-term deposits were already 
decontrolled. 


The Malaysian Government has actec to resolve serious problems 
in the financial system In July 19 ; Negara suspended 
24 deposit-taking cooperatives (DTC's) -- roughly analogous to 
savings and loans in the U.S. -- following an investigation 
into their financial 9Sition. n addition to unsound lending 
practices, the government has charge several directors with 
criminal fraud. Most of the DTC's are in e process of being 
taken over by commerci banks and finance companies but 
depositors are not certai oF getting all of ir money back. 
In the case of two Malaysian banks Jnited Asian Bank and 
Perwira Habib Bank, whic an into diffi secause of bad 
loans, Bank Negara acted promptly to ensure the stability of 
the financial system When existing 1areholders were unable 
to subscribe in full ) @ £ flotation, Bank Neg 


Negara took up 
J 
the remaining stock in de ) assist in recapital 


a 

alizing the 
two banks. Bank Nega! fficials have said that they intend to 
return the two banks to t rivate ;: or aS soon as 
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conditions permit. 
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The Public Sector: The fall in oil prices has severely cut the 
government's revenues, reversing four years of declining budget 
ceficits. The petroleum sector contributed nearly 30 percent 
of total 1985 revenues and the decline in oi] prices was the 
nein factor in the decline of $1 billion in government revenues 
in 1986. Government revenues are projected to fall a further 
$430 million in 1987 to $7 billion. Despite economy measures 
already enacted, the operating budget exceeded revenues by $500 
million in 1986 (versus a $380 million surplus in 1985). 
Including development spending, the 1986 federal budget deficit 
waS $3.3 billion (12.7 percent of GNP), up from $2.3 billion in 
1985 (7.9 percent of GNP). The broader public sector deficit 
for 198€ (including the state governments, statutory bodies, 
and non-financial public enterprises) was $4.7 billion (18.3 
percent of GNP), up from $3.0 billion in 1985 (10.5 percent of 
GNP). Malaysia's 1987 budget calls for the feceral deficit to 
fall slightly to $3.2 billion (12.0 percent of GNP) and the 


broad public sector deficit to be $4.1] billion (15.5 percent of 
GNP). The Government expects to func its deficit primarily in 
the domestic market where interest rates remain low. Inflation 
is expected to be 1.5 percent in 1987 (9.7 percent in 1986) 


The Government recognizes the need to deal with the budget 
Geficit. The Finance Minister, in his budget speech to 
Parliament, called for the deficit on the operating budget to 
be eliminated by 1989. There were no major tax increases in 
the 1987 budget. Operating expenditures are to be controlled 
and development spending cut back. Recently, the Government 
announced that development spending under the Fifth Malaysia 
Plan (1986-90) will be reduced by one third. Tax incentives 
and other measures were announced to encourage business, 
including a relaxation of the Industrial Coordination Act 
requiring government approval for all but small manufacturing 
investments. Exporters also received an effective halving of 
their income tax rates. These measures are unlikely to close 
the budget deficit, however, unless the recovery of oil prices 
(and government revenues) holds. 


Ge: Trade between the Unitec 
tively stab] in aggregate 
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Perusahaan Otomobil Nasional (Proton), a joint venture between 
the Malaysian Government's Heavy Industries Corporation cf 
Malaysia (EICOM) and Mitsubishi of Japan, has anncunced plans 
to export up to 100,000 cars annually to the United States, 
beginning in February, 1988. The 1.3 and 1.5 liter Proton 
"Saga" are assembled in a modern plant located outside Kuala 
Lumpur. Malcolm Bricklin's Global Motors, which introduced 
both the Subaru and the Yugo to the U.S. market, will be 
Proton's U.S. agent. It is too early to predict success for 
the Saga in the competitive U.S. market, but the car will be 
priced to compete with South Korea's Hyundai, which sold 
160,000 cars in its first year. 


U.S. exports to Malaysia increased 18 percent in 1986 to $1.73 
billion, but were stil] below 1985's record level. Malaysian 
exports to the U.S. were up 5.6 percent to $2.53 billion. The 
bilateral balance remains in Malaysia's favor at $807 million. 
U.S. imports from Malaysia continue to be dominated by 
electrical and electronic goods, with electronic components 
alone accounting for 45.7 percent ($1.16 billion) and 
electronic goods (televisions, radios, telecommunications 
equipment) a further 9.2 percent ($235 million). Textiles and 
apparel, however, are Malaysia's fastest-growing export to the 
United States--up 21.7 percent to $308 Million. Electrical and 
electronic manufactures also account for the bulk of U.S. 
exports to Malaysia, with electronic components to be further 
processed and re-exported back to the United States, 
representing 57 percent of U.S. exports. Based on Malaysian 
statistics, the United States passed Singapore to become 
Malaysia's second largest trading partner with 17.6 percent of 
Malaysia's total trade, behind Japan's 22.2 percent. The 
United States provided 18.8 percent of Malaysia's imports in 
1986, nearly matching Japan's 20.8 percent. 


Investment: American investment in Malaysia remains an 
important element in the overall relationship. According to a 
recent U.S. Department of Commerce survey, total assets of 
American majority-owned affiliates in Malaysia in 1983 were 
$3.3 billion dollars. These affiliates had sales of $7.4 
billion and employed 64,000 Malaysians. Over $2 billion in 
assets was in the petroleum sector and about $1 billion was in 
manufacturing, of which $66C million was in electronics. 
Capité] expenditures by American-owned companies in Malaysia 
were estimated at $460 million in 1984 and $420 mijJlion in 
1985. Hov Malaysia's share of U.S. capital expenditures 
worlcwide declined. Even electric and electronic capital 
expenditures in Malaysia declined in 1985 and 1986. 
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and equipment. Intel recently relocated manufacturing 
facilities to Malaysia from Barbados and Puerto Rico. Exxon 
will also be implementing a major investment program in 
connection with the development of offshore oil facilities. 
Aetna invested $39 million in acquiring a 49 percent stake ina 
Malaysian insurer, Universal Life and General Assurance, 
joining American International Insurance, a 100 percent 
U.S.-owned firm which is Malaysia's largest life insurance 
firm. In addition, Merrill Lynch, Morgan Stanley and the World 
Bank's International Finance Corporation (IFC) are launching a 
$60 million "Malaysia Fund" in May. The closed-end mutual fund 
will enable Americans and other foreign investors to invest in 
a diversified portfolio of Malaysian publicly listed firms. 


Government Policies: In September, 1986, the Malaysian 
Government announced a number of measures designed to deal with 
the country's economic slowdown and to boost business 
confidence. In addition to the more pragmatic application of 
New Economic Policy (NEP) guidelines on corporate equity 
discussed earlier, the guidelines affecting new foreign 
investors were liberalized under which new foreign investors 
applying between 1986 and the end of 1990 to start new projects 
will be permitted to retain 100 percent of the equity ina 
Malaysian subsidiary if they meet either of two conditions: 
export 50 percent or more of the output or employ more than 350 
Malaysians. The Government has pledged that such firms will 
never be required to restructure their equity. Equity 
guidelines for firms exporting less than 50 percent of their 
output were also liberalized along with the rules governing 
work permits for expatriate management and technical staff. 


The Government also introduced several measures aimed at 
encouraging Malaysian business and boosting manufactured 
exports. The Industrial Coordination Act (ICA) has been 
liberalized so that only investments with a paid-up capital in 
excess of $970,000 (up from $385,000) require ICA approval. 
Liberalization of the ICA will appeal to non-bumiputra 
Malaysian investors. The government's New Investment Fund 
(NIF) of $388 million provides low-cost (now 9 percent) funds 
to encourage new fixed investment in agriculture, manufacturing 
and tourism. Mining projects were recently included in the 
program. To promote manufactured exports, the government has 
made exporters eligible for a reduction in their taxable income 
in proportion to the share of their output which is exported 
(up to a maximum of 50 percent). The Export Credit Refinancing 
(ECR) scheme was also expanded so that more indirect exporters 
and small firms can take advantage of cheaper credit offered 
under the ECR. Foreign-owned firms may participate in the ECR. 


These measures should make both domestic firms and U.S.-owned 
companies more competitive internationally, help to boost 
non-commodity exports, and make Malaysia an even more 
attractive location for foreign investors. 





Although the overall pace of the economy is slow and may not 
improve much in the next year or two, there are still 
opportunities for American business in a number of sectors. 
Telecommunications is being privatized and, despite remaining a 
government corporation, the move will still permit much more 
flexibility in service offerings. There should be potential 
for sales of equipment, especially for value added services, 
data communications and related computer software and 

services. There also remains a strong market for other 
computers and peripherals, especially minis and super-micros. 
The new copyright law, expected to take effect in mid 1987, may 
improve the market for software. Food processing and packaging 
remains a growth industry, especially for import substitution 
products. Particularly strong areas for machinery sales 
include dairy products, grain mill products, sugar and 
confectionery. Despite the worldwide slowdown, opportunities 
in Malaysia remain for oil and gas equipment, especially for 
equipment for exploration and gas transmission and processing. 
Scientific instruments, medical instruments, and aircraft and 
parts are other sectors which offer sales opportunities. 


Despite the slowdown in major projects, there are areas in 
which American companies could be competitive, including power 
stations and transmission lines. Plans continue for a gas 


pipeline and downstream gas processing and petrochemicals. 


Malaysian imports of agricultural products are relatively large 
and growing. The United States is the leading supplier of 
tobacco and several popular fruits such as apples, grapes and 
Oranges, and an important supplier of wheat, and beverage 
bases. In addition, the relatively affluent and growing middle 
class has developed a strong preference for Western style 
processed foods. U.S. exports of processed and value added 
food items have remained steady despite the economic slowdown 
and there are many markets which are even expanding. 
Supermarkets are constantly looking for new products for their 
customers, especially frozen products and convenience foods. 
The fresh fruit market also continues to grow, providing 
outlets for U.S. apples, oranges, grapes, and U.S. products 
which have not traditionally been sold in Malaysia, such as 
pears and vegetables. U.S. exporters of many bulk products 
will find growing markets but keen competition from nearby 
suppliers such as Thailand and China. 


Interested American exporters should contact the Foreign 
Commercial Service or the Foreign Agricultural Service in the 
American Embassy for additional information. 








